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Enhancing Developing Country Resilience during the Global Crisis:  
The Contribution of OFID 

 
The world economy is showing signs of stabilizing from the global crisis, which has had devastating 
consequences for development.  Predictions speak of global growth recovering to 4.6% in 2010, from its 
downturn of 0.6% in 2009, led by the emerging economies.  Growth in the advanced economies is 
forecasted to reach 2.6%, while output in emerging and developing countries is expected to accelerate to 
6.8%. However, the recovery remains tentative and uneven.  
 
Despite improvements, the outlook remains unusually uncertain. The upturn is vulnerable to new shocks, 
and systemic risks are still very high.  Close international cooperation will be required to ease concerns 
about a new crisis, and ensure future, stable growth.  
 
The crisis has interrupted progress towards the United Nations Millennium Development Goals (MDGs), 
in particular the goal of halving hunger and extreme poverty by 2015. By the end of this year, an 
additional 64 million people will have joined the ranks of the poor. The challenges are particularly 
daunting for Sub-Saharan Africa, home of the majority of the world’s poorest countries, and the traditional 
focus of OFID’s assistance.  
 
Despite the setbacks due to the economic, financial and food crises, the MDGs can still be met.  The 
Action Plan adopted by world leaders at the end of the MDG Summit in New York in September 2010 
provides a sound basis for robust implementation of measures that could spur progress towards the eight 
goals. However, the huge uncertainties that still remain regarding the funding issue are reducing the 
likelihood of success of such a Plan.  
 
There is no one-size-fits all approach to help LICs improve their resilience to shocks from global 
economic crisis, however reinforcing the fight against poverty in all its aspects has been the OFID 
approach. OFID response to the crisis has been multifaceted, specific to the need of each partner country 
and aiming at supporting inclusive growth. For many LICs, particularly in Africa, inclusive growth first 
requires, correction of errors made in the past regarding insufficient investment in two key sectors 
Agriculture and Energy Access and second, to take full advantage of trade opportunities as an engine of 
economic growth.  
 
OFID is a keen supporter of interventions in attaining the MDGs, and has been swift to respond to the 
global economic and financial crisis, which created an extraordinarily large and acute demand for external 
financing supporting development.  
 
The global economic and financial crisis has resulted in severe recessions in many developing countries 
due to its effects on commodity prices, remittances and exports. On the eve of the crisis, the global 
economy had become increasingly integrated, with booming trade and deeper financial linkages. This all 
came to a halt as trade collapsed and capital flows dried up. Many emerging markets and low-income 
countries faced immediate financing needs. The outcome in the short term has been a marked increase in 
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the borrowings of many developing countries, in some cases threatening the progress made towards debt 
sustainability. 
 
Consequently, the need for long-term debt sustainability has gained in urgency and importance as a result 
of the crisis.  Scarce financial reserves, painfully built up over many years, have been rapidly eroded to 
pay for essential imports of food and commodities, emphasizing the need to foster resilience by enhancing 
fiscal space, and reducing debt burdens.  
 
In responding to the crisis, OFID has delivered its assistance first and foremost by making available an 
increased stream of financing for development to foster productive capacities, growth, and employment 
creation, thus reducing the risks from being more vulnerable to external shocks in beneficiary countries. 
In line with many major development financial institutions, OFID reacted in a countercyclical way. 
Indeed, in order to assist our partner countries in coping with the impact of the financial crisis on their 
economies, OFID has responded by increasing its financial assistance. In 2009, while ODA and FDI 
started to be under pressure and although hit by the financial crisis itself, OFID was able to increase its 
annual approvals of funded operations, to reach USD 1.38 Billion. This is a record high level for a single 
year and an increase of 70% compared to the year 2008. This increase of volume of operations was 
delivered through all OFID operating windows: public sector loans, private sector loans, trade finance 
operations and grant operations. 
 
Regarding trade, OFID has recently increased the allocated resources to its Trade Finance Facility to 
USD 1 billion. The nature of international trade which includes, short to medium-term cycles and 
unfunded operations will allow OFID to leverage a much higher volume of trade transactions, which 
could be up to USD 5 billion while staying within the limits of acceptable corporate risk. During the 
crisis, OFID contributed to foster trade benefiting poor developing countries by taking new risks that 
commercial banks did not want to take  
 
The impact of the meltdown has been most devastating for Heavily Indebted Poor Countries (HIPC) 
countries, which have not only seen their growth stifled due to a collapse in external demand, a slump in 
commodity prices, reduced worker’s remittances and slowing domestic demand, but which have also 
faced deteriorating external financing conditions as a result of an exodus of private capital inflows. 
Conscious of the need and importance of freeing the world’s poorest countries from the scourges of 
foreign debt, OFID has supported the HIPC Initiative since its inception. As of today, OFID has provided 
USD 250 million PV 2010 in debt relief benefiting some 33 Low Income Countries (LICs), thus 
strengthening LIC resilience to external shocks. 
 
OFID has always been open to fruitful collaboration with many strategic partners in responding to the 
global crisis, including the global food crisis.  Although the number of chronically undernourished has 
declined from 1.2 billion in 2009 to 925 million presently, much remains to be done to attain the first 
MDG of reducing hunger by half by 2015 and realize universal food access – a basic human right. 
 
In responding to problems of food insecurity, OFID has taken a two-fold approach. First by providing 
emergency grants to alleviate the immediate suffering of populations and second by providing loans to the 
agriculture sector and rural development, as well as grants for research and capacity building, in order to 
enhance long-term economic resilience of the most vulnerable countries through the agriculture sector. 
 
Particular attention has been paid to provide emergency food aid to Africa. In 2008 and 2009, $2 million 
were provided as a grant to the World Food Program (WFP) to help address the food crisis.  
 
Beyond emergency assistance, OFID has provided assistance to tackle the food crisis aimed at fostering 
agricultural production and growth.  It is no coincidence that OFID dedicated on a continuous basis 15% 
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of its cumulative public sector lending to projects and programs in support of agriculture and agro-
industry.  This assistance has been provided in addition to investment in basic rural infrastructure, 
particularly transportation.  OFID also extended direct support to small and medium-sized private agro-
businesses through its separate Private Sector Facility (PSF).  OFID provides financial support and work 
in collaboration and harmonization with its strategic partners in development, including United Nations 
specialized agencies such as International Fund for Agricultural Development (IFAD) as well as the 
Common Fund for Commodities (CFC). 
 
Another sector through which OFID would like to foster inclusive economic growth and improve 
resilience to crisis of poor developing countries is Energy Access. With over 20% of the global 
population lacking access to electricity and 40% relying on traditional use of biomass for cooking and 
heating, the magnitude of the problem is simply tremendous. Energy poverty is a major hindrance to 
economic and social development and it must be overcome if the MDGs are to be attained. Energy access 
has still not received the priority it deserves in the agenda of development policy makers and 
practitioners. Yet, OFID since the Third Summit of OPEC Head of States held in 2007 has put a clear 
priority to fight energy poverty. Since 2007, OFID has approved more than US$600 million in energy 
projects and trade operations benefiting some 26 non-OPEC developing countries.  
 
Moreover, OFID is deploying all its efforts to advance the issue of energy poverty to the top of the 
international development agenda.  The support of the G-20 in Pittsburgh for enhanced energy access for 
the poor and for the Energy for the Poor Initiative in particular is to be welcomed.  Building on this 
momentum, OFID together with other stakeholders succeeded in receiving the endorsement of Ministers 
for the proposal that ‘Reducing energy poverty should be added as the 9th Goal of the Millenium 
Development Goals (MDG)’ at the International Energy Forum (the framework for dialogue between 
energy producers and consumers), Cancun, Mexico, March 2010.  A heightened international recognition 
is necessary to help mobilize the colossal financial and technical resources which will be needed to 
eradicate energy poverty in the foreseeable future. 
 
In responding to the many existing and new development challenges, OFID is also intensively working 
jointly, and in parallel, with its OPEC/Arab/Islamic sister institutions as well as with the World Bank  
 
With the Islamic Development Bank (IsDB), OFID regularly co-finances projects using Islamic banking 
products.  Islamic banks on average have been more solvent and have shown stronger resilience during 
the global financial crisis than conventional banks, contributing to financial and economic stability during 
the crisis.  OFID expects to expand its activities in this area - one of the fastest growing segments of the 
global financial industry – working in collaboration with its strategic partners, including the International 
Islamic Trade Finance Corporation (ITFC), the Islamic Corporation for Development of the Private 
Sector. 
 
Joint activities with the World Bank and the International Finance Corporation (IFC), include the IFC 
Private Sector Platform, the Global Trade Liquidity Program to maintain credit for international trade , 
the Africa sub-fund of the Bank Capitalization Fund (BCF), and the IFC Microfinance Enhancement 
Facility (MEF) which is providing vital liquidity to Microfinance Financing Institutions.   
 
In October 2010, the collaboration between OFID and the World Bank Group was moved to new horizons 
with the signature of a Memorandum of Understanding (MOU).  This new agreement will develop 
synergies in the areas of economic and social infrastructure and emphasizes the special needs for 
alleviation of energy poverty and the management of natural resources. The MOU aims at optimizing the 
use of resources, skills and knowledge between the organizations as to enable parties to respond swiftly 
and harmoniously to the multiple crises emerging from rapid globalization. The MOU will also allow for 
more effective collaboration on special initiatives such as the Energy for the Poor Initiative. Although the 
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coverage of the collaboration shall be global in scope, particular emphasis shall be placed on responding 
to the needs of developing countries in Africa and the Middle East.  
 
The global economic crisis will have long-term implications for developing countries. OFID stands ready 
to continue its efforts to foster resilience to the global economic and related crises in the South in strategic 
partnership with all relevant stakeholders in development, constantly adapting and enhancing its 
operations to better meet the economic and social development challenges ahead. 
 
Many poor developing countries have implemented profound structural changes at the request of major 
institutions. They have done their share, developed countries should therefore pursue their support 
through ODA by sticking to the commitments made, by opening their markets through the pursuit of the 
Doha Round and by providing new funding to help LICs to adapt to Climate Change.  
 
 
 


